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THE THREAT OF INFLATION 


£ +. increase of a belligerent country’s expenditure that is due to the war, 
is usually of such magnitude that it cannot be even roughly balanced 
by the ordinary public revenue. To finance a war Government must therefore 
have recourse either to new sources of revenue or to a currency expansion a 
that is not set off by a corresponding increase in the physical volume of trade. Same | ae 
The increased note circulation in this case soon causes a rise in prices for most —w — 
commodities which is usually further enhanced by a frequently occurring of commodities. 
wartime scarcity of goods and ultimately issues in the phenomenon known 
under the term of inflation. The rise in prices, in its turn, causes demands 
for an increase of wages which results in an advance of the cost of pro- 
duction, and thus is created the circuit that is peculiar to a continual cur- 
rency deterioration. 

The fear of the fatal confusion that inflation, or the debasement of money, 
produces in a society afflicted with war, has originated, particularly in countries 
that formerly have met with this calamity, the demand that Governments 
should by all available means endeavour to prevent it. Experience shows, 
however, that as a rule such endeavours are unsuccessful. Nevertheless, there 
is a new case from the present war between the Great Powers, that of Germany, 
in which country the price level has changed but slightly during two years of 
intensive war effort and the value of money consequently remains practically 
unaltered. 


The note circulation in Finland has risen from 2,172 million marks on 


August 31 1939 to 6,532 million marks on October 31 1941. In other words, a cai 
. ise o 0% is 
it was trebled since the outbreak of the present war of the Great Powers and prices, 50% is 


during the two years Finland has itself been engaged in a war (the interval © 200%, i. on 
between the Peace of Moscow and the new Soviet attack on June 25 1941 oe a’ 
having been for Finland nothing but a truce filled by intensive preparations 
for defence). At the same time the price level has risen according to the official 
Finnish cost of living index from 100 for the period August 1938—July 1939 


to 146 for September 1941. The index of wholesale prices for home-market 
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commodities has advanced still more and is now about 80% over the 1938 
level. These figures show that the danger of an inflation in this country is 
imminent. However, wartime requirements call for considerably increased 
cash balances while the velocity of note circulation diminishes. Therefore, 
the inflation here has not yet proceeded too far for suitable measures to 
control it and to check its disastrous consequences for the economic life of 
the country. As in the case of a conflagration, it is essential not to sit idle 
and let the fire spread over a growing area, but to fight it with energy in order 
to reduce its ravages to a minimum. 

A comparison of the effects of inflation with those of a conflagration is 
quite justified. For, the savings an industrious citizen is able to make out of 
the income earned by lifelong hard and bitter toil lose through inflation more 
Jadeserved lose °* LCSS Of their original value, be they kept in money as a provision for him and 
o large numbers his family in case of illness, unemployment, old age and so on, or be they 


hrough inflation- : . ; ae : d 
ry oo rp of invested in an insurance policy as a provision for the family’s existence after 


amen the bread-winner’s decease. Through the reduction of the original purchasing 
power of savings the very purpose of saving grows more or less of an illusion. 
Certain groups of the population are being unjustly deprived of a part of their 
means, while some other groups, as unjustly, profit by this redistribution of 
property. The most regrettable point is that the most loyal and laborious 
classes suffer from the inflation, whereas only a small minority gains by it. 

The following figures prove that the interests at stake are not those of a 
few wealthy persons, but those of an important part of this country’s popula- 
tion, mostly small investors and insurance policy holders. Total deposits in 
the joint-stock banks were at the end of 1940 7,500 million marks spread over 
(270,000 savings 7402000 accounts, the average deposit being about mk 10,000.—. In the 
hee savings banks total deposits were at the same time 7,700 million marks in 
ck bank de- 1,270,000 savings accounts and the average per account about mk 6,100.— 


ositors, 
460,000 life-'To this must be added the depositors in the Post Office and ennui 


olicy holders 
mong victims of societies savings banks. Life insurances amounted at that time to 13,100 
million marks under 1,460,000 policies. Although the same individual often 
has several deposits or insurances, these figures nevertheless plainly show the 
further fact that a very large part of this country’s population can be reckoned 
among the highly public-spirited group of small investors and policy holders. 
Through the savings movement supported by the banks and insurance 
companies the nation’s savings are collected in small sums and placed at the 
disposal of trade and industry. In this way economic progress is assured and 
new means of subsistence are created. Inflation does untold harm to this 
savings movement, especially by crippling the interest in saving as such to 
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the great injury of the country’s economic development. Inflation lays also 
a severe check on friendly societies and public and charitable foundations 
and establishments whose assets are mainly invested in mortgages, bonds 
and deposits. 


Although all appear to agree that important public interests require 
inflation to be resisted wherever possible, there seems to be considerable 
indecision as soon as it becomes necessary to apply in practice the rather 
sweeping measures needed to reach the goal. This depends of course on the . a. ss ssures 
fact that since the measures in question involve sacrifices they often provoke s 
opposition from the classes that feel themselves particularly affected whereas te check inflation. 
it looks easier on the principle of the least resistance to set the printing presses 
going and to slip for the present past the country’s wartime financial difficulties. 
However, the situation is thus only made worse and a subsequent return to 
normal conditions more difficult. 

It is known that inflation can be effectively controlled only if the national 
revenue and expenditure are balanced. To this end the Government must 
observe the strictest economy in expenditure that is not absolutely unavoidable. 
To the extent to which expenditure exceeds revenue in spite of this economy, 
increased taxation must be looked to for a reduction of the budget deficit. 
The remaining balance must be covered by loans, so that a redundance of the eileen 
purchasing power of the public could be avoided as far as possible. Since, budget tatiols by 
however, not all redundant purchasing power can be recalled by the Govern- ~aae Ss 
ment, the prices of essential commodities must be controlled and a rise thereof were wo May se- 
prevented. This price peg is a pre-requisite for the pegging of wages, which is _ owing. 
necessary to prevent the avalanche of inflation from continuing its course at 
an ever-increasing speed. 


In endeavouring, however, to control the price level at least of the most 
vital commodities, difficulties are met with. Besides the advance in the prices 
of imported goods which cannot be controlled by the importing country, it 
is not easy to prevent that the home-market commodities, too, rise in price 
at a time of general shortage of supplies and increasing quantity of money. iene 
When trying to increase its revenue the Government is driven to raise certain = = price. 
of its own prices and scales of charges, there is a psychological effect in the ence of redundant 
direction of enhancing prices likewise in the case of the private citizen’s nis 
merchandise and services. The increases made by Government, however, 
should be viewed as indirect taxation without which it would be forced to 
increase the volume of notes in circulation and thus further to stimulate 
inflation. 
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Price control must, indeed, be enforced by drastic disciplinary action. 
Still, it is in itself only an aid to the maintenance of a constant price level and 
_can never be quite effective while the market is flooded by fresh and redundant 
Absorption 

redundant pureh. ~ purchasing power. The Government must therefore through suitable measures 
cae loans & prevent this increase of purchasing power and induce the public as much as 

taxes. . . . 
possible to place it at the disposal of the State. Such measures are loans and 
taxes. In this country the Government should have begun borrowing from 
the public at a much earlier date than it has done. Once a successful start has 


now been made, it is the Government’s duty to pursue this course without 
delay. 







A new way of absorbing redundant purchasing power would be to follow 
Germany’s example of tax-free savings accounts (eiserne Sparkonten). Contrary 
to the British proposal of compulsory saving, these accounts are based on 

voluntary deposits that are, however, to be released only one year after the 
y Redundant purch- . js = ee 
asing power end of the war. The banks can therefore without jeopardizing their liquidity 


eliminated in Ger- 


many —_ through Place the funds accumulating in these accounts at the Government’s disposal. 
tax-free savings 

accounts. | Exemption from taxes might in the conditions existing in Finland draw out 

some part of the notes hoarded by individual citizens and counteract the yet 

undispelled distrust of the banking of savings, created by the restrictions on 

withdrawals enforced at the outbreak of the war and the tax on deposits 


connected with the Capital Levy. 


As regards taxation, it is insufficient to increase the existing direct and 
indirect taxes,since this would burden the necessary expenditure likewise of 
that numerous class whose income has nowise increased in wartime and which 
on the contrary has severely suffered from the advancing price level, as e.g. 


. Need of increased 
‘taxation such as Wage-earners, pensionaries and others with a fixed income, whose purchasing 


ae & power is daily shrinking. Nor are the direct victims of the ravages of war 
; Property: able to bear a much-increased tax burden. In fact, it is essential to devise 
new special taxes, or rather to hit, through an entirely new system of taxation, 
the incomes that have increased during the war and the property that has 
appreciated owing to a higher yield. A heavy war-profit tax seems therefore 
indicated. At the same time the collection of taxes must be made more speedy 
and efficient, so that income and property that escaped heretofore entirely or 
partly would be duly taxed. 


It is admittedly difficult for the Government to put into practice a scheme 
to absorb by some means the redundant purchasing power and thus, in spite 
of this country’s immense war expenditure, to check inflation and stabilize 
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eo} the value of money. Still, it should not be impossible to find the right remedy 

. P ° : ° io aa German example 
in our comparatively simple and narrow circumstances, since this aim could be of _ redundant 
: ° ° ° purchasing-power 
reached in such a large and complicated social organism as Germany. TO absorption, prev- 
. ° enting inflation & 
that end, however, a purposeful and competent State interference is necessary. currency depreci- 
: . . P tion. 

Only when the immense war expenditure is balanced by ordinary revenue and _ 

by genuine savings borrowed in the open market, will the danger of a further 


depreciation of money be overcome. 
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A GLANCE AT THE THIRD QUARTER 


| he present war has restored a great part of what the enemy had before 
taken from Finland, but it still lays a heavy strain on the nation’s 
resources of men and material. It is therefore natural that the recent month’s 


Present war . ° hn he 
hampers —_ eco- economic development could not proceed as usual. Productive activity had 


nomic progress. A : P 
to be suspended owing to shortage of labour and raw materials, foreign trade 


has been hampered by increasing difficulties and, unfortunately, the crop has 
proved unsatisfactory. In short,economic life is greatly suffering from the 
pressure of wat and the food and material supply question is again acute. But 
it is hoped that these difficulties are temporary, continuing only so long as 
Finland has not yet secured its frontiers and laid at last a firm foundation for 
future peaceful efforts. 


INDUSTRY. The war has greatly affected industrial activity, which has 
been curtailed on account of shortage of labour and raw materials, and 
transport difficulties. Particularly the exporting industries have met many 

Rng obstacles and their output has shrunk during this quarter below one-third 


resumption of of the volume for the corresponding months of the year 1939. The home- 
oat market industry has, on the whole, worked under more favourable conditions. 





Index of production value for home-market industries; 
level in 1935 = 100 



































Month menes pec oy _— Goods for consumption All goods 
] 1938 | 1939 | 1940 | 1941 |] 1938 | 1939 | 1940 |1941 1938 | 1939 | 1940 | 1941 
January 172 | 219] 151 | 233 |] 149 | 143 | 160] 208]] 152] 161] 154] 219 
February 160 | 210 | 204] 250]] 145 | 131 | 188] 205 |] 150] 158] 193] 222 
March 174 | 212] 200| 227] 147] 143] 143 | 190]] 153 | 163] 151] 199 
April 196 | 222] 203 | 208 }| 138] 137] 188] 170]) 151 | 161] 191 | 175 
May 181 | 159 | 164] 182]] 129 | 135 | 163 | 189 ]] 146] 150] 163 | 185 
June 181 | 178 | 211 | 153 }| 116] 143] 169 | 159 ]] 139 | 160] 179 | 156 
July 170 | 166 | 186| 200 }} 117] 141] 160] 195']] 140] 146] 165 | 197 
August 188 | 207 | 186 | 172 ]] 138] 148 | 212] 174 |] 155 | 165 | 193 | 173 
September 174 | 192 | 214| 155 || 141 | 165 | 165 | 168 |] 149 | 176] 182] 161 
October 148 | 158 | 267 137 | 147 | 175 142 | 150] 210 
November 160 | 161 | 237 154] 162] 190 156] 161 | 209 
December 166 | 163 | 250 133 | 131 | 188 140 | 136| 213 
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Wit 
Index of industrial production; level in 1935 = 100 
Quarter Value of home-market industry Volume of exporting industry 
1937 1938 1939 1940 1941 1937 1938 1939 1940 1941 
I 145 152 161 166 212 114 122 114 32 45 
Il 136 6145 #157 14+\178 172 I2I 102 102 42 46 
Ill 1st 149 163 181 176 123 95 98 42 30 
IV 148 146 149 210 IIO =: 103 56 36 






The value of the production of the industry supplying the home market Was yome-market in- 
still remarkably high. However, the advance in prices has a great part in at coal 
this phenomenon and the volume of production this quarter is estimated to 
have been slightly below that of the preceding quarter and of the third quarter 
of 1940. 


Index of value forhome-market industry; level in 1935 = 100 


Quarter Metal goods, Textiles Food-stuffs Building 

engineering & luxuries materials 
1938 1939 1940 1941 1938 1939 1940 1941 1938 1939 1940 1941 1938 1939 1940 1941 
I 177 233 226 236 150 144 166 184 145 131 159 213 166 202 72 278 
Il 202 189 222 181 109 106 178 130 141 160 171 189 174 225 I13 21 
Ill 193 206 207 200 114 123 149 104 146 162 194 270 166 197 158 114 
IV 161 181 270 130 153 160 149 147 179 184 122 238 tii i 
. . food, luxuries 
Whereas several branches of the food and luxuries industry (such as flour metal | manufec 
mills, sugar-refineries, sweet-factories and tobacco-manufacturing plants) ery considerable 
: ; x : . of building mate 
were fully occupied, and the output of the metal and engineering industries rials & textile 
i ie i , _ much reduced. 

was likewise considerable, the other industries had on the whole reduced their 

production. The reduction was less in the footwear and leather industry, 
greater in the textile industry (especially the cotton-mills), and heavy in the 


building-material industry. 





Index of production volume for exporting industries 
level in 1935 = 100 






































Sawn timber Paper & pulp All products 
Month 

1938 | 1939 | 1940 | 1941 |] 1938 | 1939 | 1940 | 1941 || 1938 | 1939 | 1940 | 1941 
January 89| 74] 22] 351] 141] 135] 56] 47]] 118] t1r] 42] 43 
February tor} 82] 19] 40} 136] 135 | 44] 46]| 121] 115 34| 45 
March 102] 83] 17] 49]] 144] 135] 24] 48]] 126] 116] 22] 49 
April 98} 85] 42] 53]]/ 124] 111] 40] 46]] 113] 104] 43] 50 
May 90} 85.) 44] 45]]| 130] 122] 42] 56]] 112] 109] 45] 51 
June 58 | 63] 37] 35 || 100] 105] 33] 4o]] 83] 90] 39] 37 
July 67| 74] 43] 21]]| 106] 110] 31] 25 90] 100] 39] 25 
August 841 97] 49 32 || 107] 117 35 29 98 | 112 45 31 
September 78| 54] 41] 34]] 112] 95] 39] 371) 98] 80] 43] 36 
October 84] 43] 39 115 | 76] 33 103 | 64| 38 
November 78 | 32] 31 120] 93] 33 10oz| 68] 35 
December Ss an] 27 116| 46] 42 103 | 38 37 
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Index of volume for exporting industries; ¢ 
level in 1935 = 100 

cee aay Fe Quarter Sawn timber Paper & pulp Plywood 
output. 1938 1939 1940 1941 1938 1939 1940 1941 1938 1939 1940 1941 
I 98 80 19 41 140 135 41 47 135 139 46 60 
II 82 78 41 44 118 113 38 47 117 136 58 50 
Ii 76 76 45 28 107 108 35 30 122 129 62 45 

IV 82 31 32 117 72 #8936 129 6©76~—( (67 


The volume of the exporting industries’ output has, as stated, shrunk still 
i a further during the recent months. This refers in the first place to the saw- 
of sawn goods mill industry and in the second to the paper and pulp industries, the plywood- 
labove 1940 level, . : = ‘ . 
but outpat dec- industry having been less hampered. The saw-mill output is estimated for 
this quarter at only 75,000 Standards against 100,000 Standards per quarter 
in 1940 and 250,000 to 300,000 Standards in pre-war years. Exports rose this 
quarter to 90,000 Standards against 60,000 Standards at the same time in 1940. 
Total sales were also slightly above the 1940 level and amounted on October 
31 to 220,000 Standards. — The production of plywood reached during 
this quarter 21,000 cubic metres, i.e. slightly less than the 1940 quarterly 
average. 
The output of paper and pulp had, generally speaking, also to be reduced. 
Thus, the production of chemical pulp fell from the 1940 quarterly average of 
Paper & pulp 1332000 tons to 107,000 tons last quarter, though exports were good, rising 
= poeta for the same period from 66,000 to 154,000 tons. The paper production 
1 receded from 56,000 to 47,000 tons and the corresponding exports from 
26,000 to 23,000 tons. Mechanical pulp continued a very weak item, the output 


falling from 12,000 to 5,000 tons, although exports increased from 4,000 to 





8,000 tons. 

Building operations have slowed down considerably, as inter alia indicated 
by the cement consumption figures below, which also include, however, as 
was pointed out in previous surveys, the cement used for other purposes than 
house-building. 


Index of total consumption of cement in Finland; ) 
level in 1935 = 100 


Quarter 1938 1939 1940 1941 
Buildi ‘ 
a a I 154 233 64 280 
duced. II 171 237 71 154 
Til 172 216 109 45 
IV 199 127 231 


The figures for building in Helsinki (Helsingfors) also indicate a heavy 


reduction. a 
¢ 
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 ] Index illustrating building operations in Helsinki (Helsingfors)}; 
level in 1935 = 100 


Quarter Plans approved Buildings surveyed 
Total cubic contents Total cubic contents 
1938 1939 1940 1941 1938 1939 1940 1941 
I 230 6124 o 140 176 200 7 «7 
II 185 289 5 120 406 458 225 190 
Iil 156 334 24 38 114 74 183 2 
IV 401 38 = «119 210 103 251 


The estimated total expenditure required for completing buildings under 
construction was at the end of the quarter only 150 million marks. 


PRICES. During the recent months prices continued to advance. The 

: ana ; , Recent months’ 

f.o.b. prices of export goods, however, still increased comparatively little, advance of prices. 
only‘some 5% in this quarter, i.e. to 50% over the 1939 average level. Some 
important export articles, e.g., pitprops, pulpwood, most kinds of sawn goods, 
and pulp and paper, did not reach even this level. On the contrary, there was 
a heavy rise in the c.i.f. prices of import goods. The average rise in this quarter 
is estimated at 10%, meaning an increase of 130% over the 1939 average. 

Since that year c.i.f. prices for sugar, hides and petrol (gasoline), for instance, , a 

have advanced 200%, for the principal kinds of corn, coal, iron, steel and salt ee of imports; 


: : 7 4 rise in home- 
100%. Wholesale prices in the home market have not increased as much, the ong = 
ices, f.o.b. pri- 


average rise being about 80%. For commodities produced in Finland the ees of exports & 
ot > . cost of living. 
average rise in price has, however, been slightly smaller. 


The cost of living still shows a considerable lag, having risen over pre-war 
level, according to the official index, by 46% on the peacetime consumption 
basis and by 22% on the rationed consumption basis. 


FOREIGN TRADE. In spite of the war foreign trade was continued, 

i ‘ ‘ ‘ é Though  increas- 
and has been if not satisfactory, at least more lively than in the same period imsty hampered 
: : : foreign trade la~- 
in 1940. It has been, however, to an increasing degree concentrated on the ger than in 1940, 


but limitation to 
Baltic countries. Thus, it is estimated than last quarter 55% of the imports Baltic countries 
came from Germany, 30% from Scandinavian countries, and consequently 
only 15% from other countries. 60% of the exports are stated to have gone 
to Germany, 20% to Scandinavian countries, and another 20% to other 


countries. 





Imports of commodities termed »civil» had in the third quarter a total value 3,4 quarter im- 


of 2,210 million marks as compared with 1,400 and 2,090 million marks for ~y mix (1,400 
the corresponding term in 1940 and 1939. Still, taking into consideration Tro, "aoa 


15% imerease in 


; that this year’s c.i.f. prices of imports were 40% over those of 1940 and 140% ‘me 
¢® 
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“tae 
over those of 1939, it will be found that the volume of imports has been 
this year only 15% over that of 1940 and not more than 45% over the 1939 
volume. 
Imports of food | A comparatively large part of the imports in the third quarter consisted 
pe cseiotg pore. Of food and luxuries. Thus, imports of breadmaking grain increased by 30% 
_ above the normal (i.e. the average for 5 years prior to the war) which had been 
35 million kilograms, and of crude tobacco by 35% above the normal 840 tons. 
On the other hand, imports of sugar did not exceed 85°, of the normal 30 mil- 
lion kilograms, and of coffee even 20% of the normal 5.3 million kilograms. 
— Generally, imports of raw materials and partly-manufactured goods have 
experienced a further drop. The normal imports of feed-cakes (8,000 tons), 
Sceanty imports WOOl (620 tons) and raw hides (2,200 tons) were reduced last quarter practically 
eS" nothing; of raw cotton (2,600 tons) to 30%; of iron sheets (14 million 
kilograms), coal (620 million kilograms) and petrol (30 million kilograms) 
to but 50%; and of pig-iron (14 million kilograms) to 75%. As to imports 
of other goods, cotton fabrics receded to 50% of the normal 550 tons and 
woollen fabrics to 30% of the normal 430 tons. 
oll 7170 mil.  Lx<ports reached in the third quarter a total of 1,170 million marks, against 
a “oao): 890 and 2,660 million marks for the same term in 1940 and 1939. In this case 


10% inerwe IM also rise in ptice played a considerable part. The volume of exports in the 
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third quarter may probably be estimated for 1941 at barely 10% over that for 
the same period of 1940 and at only 30% of the 1939 volume. 

Whereas the normal third quarter food exports included, e.g., 3,400 tons 
butter, 1,400 tons cheese, 2,200 tons eggs and 400 tons fresh fish, only a small 
quantity of fish was exported this year. Exports of woodgoods included: tiatber Re 
plywood — 40% of the normal 50,000 cubic metres, pulpwood &c. — 25% olny 
of the normal 1,900,000 cubic metres, and sawn goods — 20% of the normal — 
450,000 Standards. Exports of the paper and pulp industry included: chemical 
pulp — 60% of the normal 250,000 tons, pasteboard — 60% of the normal 
20,000 tons, paper — 20% of the normal 110,000 tons, and mechanical pulp 
— 10% of the normal 70,000 tons. 

The balance of trade figures have been still decidedly adverse, the import 
surplus in the third quarter being 1,038 million marks against a corresponding , 
surplus of 513 millions in 1940 and an export surplus of 564 millions in 1939. a & 
For the first 10 months of 1941 the »civil» goods import surplus is roughly ay roel. gomn 
3,700 million marks. This sum is large, but it is mainly payable through the wlan a 
clearing service, ie. in goods. It should be further noted that this year’s — 
import figures include machinery and other capital equipment for 2,700 
millions and other goods for production, mainly raw and partly-manufactured 


materials, for 1,400 million marks. 








Chart shows joint- 
stock bank depo- 
/ 9000 sits and loans. 
Broken line — 
, ‘ : ; . : ; : . total credit 
a ae ee ee See ST A ee ee ee ere con- 

: ; : : : : . : tinuous line — 





deposits, light- 












































Pat ENG Ss ee ee ee ee sietiiet Boe we icwuel ; a _..2.....4 409 Shaded area — 
: ‘ : : : : ; loan surplus, dark- 
: : : . ; ; . . , shaded area — 
2000 | Ne eR Ieee ee RE NY CES A Oe Se | 2000 deposit surplus. 
Mill. : ; : , : ; Mill. 
Fmk : : : : . . : | Fmk 
1920 "$980 ‘2 1935 1937 1999 1941 
89 




















y 


- 


Tee 





Index of production value for home-market industries; @ 
level in 1935 = 100 
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Index of production volume for exporting industries; 
level in 1935 = 100 
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Index of prices for industrial shares; 
level in 1935 = 100 
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Total deposits in the joint-stock banks; 
on the last of each month 
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THE MONEY MARKET. During the third quarter the money market 
became still easier. Deposits in joint-stock banks have increased by 1,030 
million marks, almost solely in current accounts. Demand for credit has at 
the same time been small. The deposit surplus has been invested in Govern- 
, Ment securities and thus the total amount lent by the joint-stock banks incre- 
ased by 900 millions. The bond holdings rose by 300 millions and the cash 
in hand by some tens of million marks. In October the joint-stock banks’ 
investments in bonds were swelled by further 470 million marks to a total of 
2,400 millions. 


Another sign of easy money was the success of new Government loans. 
Further to the loans aggregating 2,300 million marks that were floated in the 
first half of this year, there has been a 2,000 million marks »Work and War» 
issue the subscription to which was opened on September 15 and which was 
fully subscribed on November 15. 


The note circulation increased during the third quarter by 600 million 
marks, but dropped in October by some tens of millions, being on October 31 
6,532 million marks. 


THE STOCK EXCHANGE. The uninterrupted general upward trend 
for industrial shares since the end of 1940, which extended in the second quarter 
of this year to. bank shares as well, reached in August its peak for the third 
quarter. There has been a subsequent decline but, after all, the third quarter’s 
index of prices for shares has advanced 16%. 





Joint-stock banks; 
figures at end of each month; million Fmk 






























































Deposits Deposit surplus Cash 
Month 

1938 | 1939 | 1940 | 1941 || 1938 | 1939| 1940 | 1941 || 1938] 1939 | 1940] 1941 
January |] 6 980] 7 610) 6 953]7 597]} 1 405] 1 499] 1098/1 859]] 1 034] 1.076, 965/1 326 
February |} 7 068] 7 647| 7 002/7 635 || 1 239] 1 334] 1 170|1 613 893] 684) 1 o60)}1 171 
March 7 250] 7 743] 7 110|7 672]] 1 497] 1 462] 1 2890/1 646]] 1193] 869) 1 2122/1 032 
April 7 332| 7 769) 7 218/7 729 || 1 513] 1 370] 1253/1 705 |] 1371] 877] 1 169]1 245 
May 7 389] 7 744] 7 337|7 187 |] 1 530] 1 493] 1948/1 507 || 1 365] x 100) x 3521/1 023 
June 7 534] 7 865] 7 509|7 254]] 1 824] 1 666 1 788]/1 847 || 1 482) 1 237] 1 2128/1 471 
July 7 572| 7 860) 7 525}7 263 || 1 831) 1 665) 1 4851 636]! 1 465) 1099) 957|1 369 
August |] 7 553] 7 797| 7 467|7 273 |] 1 953] 1 493] 1381/2 013 |] 1534, 968) g19)1 676 
September] 7 493] 7 591| 7439/7 284|| 1611] 893] 1391/1 968]] 1314] 644] 1 Ogg|1 511 
October || 7 480) 7 229] 7 379 1458] 738] 1 568 1 308] 646) 1 295 
November|| 7 476] 7 004] 7 409 1 475| 604] 1 861 1 367] 566) 1 Gor 
December |] 7 549} 6 940] 7 470 1 543] 856) 2185 1 234] 809) 1 854 
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Index of prices for shares; level in 1935 = 100 Change Tetas tates chs 


1938 1939 1940 1941 1941 1941 during quarter Ou i941 by 34% 


Sept. Sept. Sept. July Aug. Sept. %/, for beak shares, 
Bank shares 122. «114 8 amy 122 4216 +y SS Se 
Industrial shares 138 144 136 237 250 246 +16 for “0 yey 


General index 132 133 132 200 210 207 +16 cluding shipping). 
The total turnover of the Helsinki Stock Exchange was 84 million marks 

for the third quarter, against 166 millions for the preceding quarter and 

68 millions for the third quarter of 1940. 


CROPS. Unfavourable weather and shortage of labour caused a worse 
harvest than there was reason to expect yet early in autumn. On the basis of 
the scale of figures used by the Board of Agriculture, in which »5» indicates 
an average crop, the following picture is obtained for the middle of October: 5.4; cated 


her- 
0, 

Crop prospects in October a ba F asa 
‘ 1939 1940 1941 1939 1940 1941 
Rye 4.6 4.4 4.8 Spring wheat 5.1 4:5 4.2 
Oats 5-4 4:5 4.2 Potatoes 5.7 6.4 3.9 
Barley 5.5 4.7 3.9 Mixed corn 5-3 4.6 4.1 
Autumn wheat 4.9 43 4.4 Meadow hay 4.9 3.4 3.8 


The harvest may generally be termed »below average». It is computed in 
»fodder units» at 6% above the unusually bad 1940 crops, but at 32% below 
»normal» (i.e. the average for the period 1935—1939). 

Rye has given the best result, almost average, and in any case better than 
in the two preceding years. Wheat and oats have likewise been fairly satis- 

‘i a Rye crops aver- 
factory, although not quite so good as in recent years. Potatoes and hay, so ®ge, other crops 
i . below average. 
important for this country, gave on the contrary a very bad yield. The barley 
crop, too, was below average. 





Index of home trade, prices of shares and cost of living; 
level in 1935 = 100 









































Home trade Prices of shares Cost of living 

Month 

1938 | 1939 | 1940 | 1941 || 1938 | 1939} 1940 | 1941 || 1938 | 1939 | 1940 | 1941 
January 163 | 146] 131 | 217 |} 135] 129 - | 147 || 108 | 109] 121 | 146 
February |] 153 | 139 | 126] 191 132] 131 - | 150 || 108 | 109] 123] 150 
March 146] 151 | 93] 187 |] 128] 134 - | 153 || 107 | 109] 126] 151 
April 143 | 150] 142] 175 }] 125 | 133 | 138 | 167 |] 107 | 109] 130] 152 
May 136 | 148] 153 | 205 |] 126] 136] 141 | 172 || 106 | 108] 130] 151 
June 135 | 153 | 149 | 156 129 | 137] 133 | 178 106 | 108] 128] 152 
July 138 | 152] 143 | 159 }] 135 | 136] 134] 200 || 106 | 109] 133 | 155 
August 144 | 166] 151 | 152 |] 133 | 136] 129] 210 |] 108 | 109| 134 | 158 
September]] 152] 195 | 151 | 144 |] 132] 133 | 132 | 207 || 108 | 112] 135 | 159 
October 144 | 131 | 168 133 | 125 | 139 | 217 || 109 | 115 | 139 
November] 143 | 119] 181 130] 120] 150 109 | 117] 140 
December |] 148 | 108 | 205 129 - | 146 109 | 117] 142 
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Wartime home 

trade receding, 

but sale figures 

high due to rise 
in prices. 


Chart shows capi- 
tal required at 
various dates for 
completing build- 
ings begun in Hel- 
sinki. 


a 
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HOME TRADE. Sales, unusually large since October 1940 until the 
outbreak of the Finnish-Soviet war in June 1941, have now been receding. 
The supply of goods has naturally declined owing to import difficulties and 
shortage of productive labour. The high third quarter’s index for sales in the 
commodity market, viz, 152 (level in 1935 = 100), is under these circumstances 
to be accounted for mainly by the rise in prices. If this is eliminated, last 
quarter’s turnover figure will be only 76 against 92 for the preceding quarter 
and 90 for the third quarter of 1940. 


Index of commodity trade; \evel in 1935 = 100 


Quarter 1938 1939 1940 1941 

I 153 146 115 197 

il 138 150 148 178 

Il 146 17I 149 152 
IV 146 120 184 





Building operations in Helsinki (Helsingfors) 














Fmk 1931 1932 1933 ; 1934 1935 1936 1937 1938 1939 1940 1941 _ 
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POHJOISMAIDEN YHDYSPANKKI 


AB 


NORDISKA FORENINGSBANKEN 


BALANCE SHEET SEPTEMBER 30 I941 


LIABILITIES Finnish Marks 





Ge inenadenneaereeaciamees 280,000,000: — 
DE, ticct debGcrdadhcwawawwadin 241,161,847: 80 
PEE icvexcaceeeauetendoanbinae 16,533,284: 91 
SEE Widener heeeedeenesévaeawesenes 235735422,717: 99 
ED in ccunr base sseeuedaekeas 2,502,837,456: 53 
Credit Institutions in Finland ..........000. 116,286,589: 55 
Farag COPVOIOMES oon in ccc vecsccccess 82,535,431: 70 
EE EE nck keeibweeke dane wéaueks 41,843,102: 65 
DME 504045560bNe ede cemeeeees 336,965,178: 05 
BED -s 56 85dk00b 440400 s005 b000-eeERe 125,369,732: 5§ 

Fmk, 6,316,95 5,341: 73 

ASSETS Finnish Marks 

Cash in hand and with Bank of Finland ...... 635,793,068: 43 
Credit Institutions in Finland ...........4.4. 49,305,493: 70 
FO CTU 6 onc scccccsccvensvuse 60,752,250: 56 
i a a a a ig well 1,385,420,497: §5 
NS ee Ce es oe ae ec doe ag eke c 2,433,712,992: 82 
iiNet soe een decade eed $17,785,024: 45 
Government and other Bonds ........0 000000 837,532,076: 60 
I te i ve Diese awinemaden kis eet 121,275,085: 35 
PE tet k ven neainwakaeeanun 236,781,852: 38 
EE” Fin bee oon teedew sends 38,596,400: 09 





Fimk. 6,316,95 5,341 


73 




















In order to encourage 


Economic enterprise in Carelia 


OY POHJOISMAIDEN YHDYSPANKKI 
AJB NORDISKA FORENINGSBANKEN 


has opened 


Branches at the following places: 


Vartsila on September 11 1941 
Sortavala on October 1 1941 
Kakisalmi on October 10 1941 
Lahdenpohja on November 10 1941 
Viipuri (Viborg)on ‘November 25 1941 

















as soon as they were liberated from the 


enemy and operations became possible. 





Helsinki 1941 - Keskuskirjapaino 








